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136 THE BANKER 
A Banker’s Diary 


By far the most violent monetary reaction to the 
month’s developments has been a further slump in 
free sterling to new low levels in terms 
Free Sterling of dollars. From around $3.50 at the 
Slumps oo f . ; 
inea veginning of the month, the rate broke 
sharply to $3.32 on the news of the 
British withdrawal from Norway. A few days later the 
fresh shock of the Nazi invasion of Holland and Belgium 
sent the rate as low as $3.03 at one point—an all-time 
low level—but a rapid recovery took place to $3.20 and 
over. Considering the prevailing political atmosphere, 
the firmness of rate at the latter level has been so re- 
markable as to suggest official support. If such support 
was in fact given it is unlikely that any net loss of 
gold was involved. Every sale of sterling in the free 
market represents an indirect loss of exc hange: and if 
sterling is absorbed by official sales of dollars, this only 
substitutes a direct for an indirect loss. It is argued 
that, since the capacity of the free market to absorb 
offerings is limited, official support does involve some 
net loss of gold by Pao an unlimited demand; but 
this overlooks the fact that every depreciation in the 
free rate brings an automatic extension in the demand 
by making it more profitable to invoice export trade 
in sterling instead of foreign exchange. It is certainly 
true that official support is only a second-best. Its 
effect is merely to relieve the market of excessive 
offerings which it would be more desirable to cut off 
at source. No doubt the authorities are genuinely con- 
vinced that allotments of exchange are granted with the 
same facility as permission to remit sterling abroad. 
But the branch bank system, as one contributor points 
out, makes it impossible to be sure that this is in fact 
the position. Administratively, one of the best means of 
restoring the free rate to parity with the official rate 
would undoubtedly be to consolidate Forms E and E1, 
so that every person having a payment to make abroad 
would be reminded that he could freely choose either 
to pay sterling or the equivalent in dollars at the official 
rate. If this were done, it is difficult to see how the two 
rates could appreciably diverge. 
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Tue slump in free sterling has, of course, brought the 
usual depreciation in terms of free market currencies. 
Thus the lira appreciated during the 


Other month from 69 to about 63 (equivalent 
Exchange t penisole none d $ d 
Reactions [0 a free sterling rate around $3.20) an 


the yen from 16d. to 172d. Many South 
American currencies show similar movements, notably 
that of Uruguay, in which country the British Govern- 
ment has to make important purchases of foodstuffs 
and materials. Following the invasion of Holland and 
Belgium, quotations for guilders and belgas were tem- 
porarily suspended, but a belga rate has now been 
fixed under the tripartite financial agreement of 24.00 
to the £ and the Bank of England has been prepared to 
buy guilder notes from refugees on the basis of previous 
rate for the guilder. While there is not the slightest 
reason for supposing that any change in the official 
dollar rate has even been considered, unfounded 
rumours of such a move were mainly responsible for a 
speculative jump in silver from 21d. to 234d., at 
which point the Indian Government once again 
intervened in the market as a seller. A sharp relapse 
followed on the announcement that export licences 
would not be granted for silver to be paid for in free 
sterling, since the effect is to exclude U.S. trade buying at 
any price above 183d. 


THE dramatic turn of events has failed to cause the 
slightest ripple on the surface of credit. At the 
beginning of the month, as will be seen 
ener from the table below, bankers’ deposits 
case of : 
Credit | —temporarily depleted by the payment of 
Nar Loan instalment—were restored to 
£125.4 million by a substantial release of credit from 
public deposits connected with the payment to holders 
of the second batch of requisitioned dollar securities. 


ANALYSIS OF BANK RETURNS 





Public Bankers’ Govt. Notes in 
Deposits Deposits Securities Circulation 
£ mill. £ mill. £ mill. £ mill. 
April 24 nF - 40.7 103.4 130.6 537-1 
May 1 a eal 19.8 125.4 139.0 541.0 
8 ia a 33-1 108.1 139.5 544.0 
15 ‘ a 33-9 106.4 139.1 540.4 
22 da is 32.8 103.1 137-9 540.5 
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Extreme ease of credit followed this payment and 
persisted notwithstanding the run-down in_ bankers’ 
deposits to £103.1 million on May 22. Throughout 
the month the clearing banks have been active buyers 
of eligible bills at 1 per cent., and this demand alone 
was sufficient to prevent any hardening in bill rates in 
response either to political developments or the prospects 
of a rapid recovery in the amount of the outstanding 
tender issue. On May 10—the day Holland was invaded 
—the discount market tendered for Treasury bills at 
its usual figure of £99 14s. 10d., a price which affords a 
margin of less than 1/32 per cent. over the cost of 
clearing bank bill money. The steady increase in the 
market quota from 31 per cent. on April 19 to 47 per 
cent. on May 17 is sufficiently explained by the increase 
in the weekly offer from £50 million to £65 million. 
Striking testimony to the calm confidence of the public in 
an ever-more threatening situation was afforded by the 
negligible increase in the note circulation shown in the 
return for May 15 (on which day the Nazi wireless 
reported the impending departure of a fear-stricken 
government for Canada). The trifling rise of £2.4 
million to £546.4 million is less than might have been 
expected by way of preparations for the cancelled Bank 
Holiday and clearly shows that the public was not con- 
cerned to take precautionary measures of any kind. 
The absence of withdrawals in the following week is 
perhaps even more impressive. 
Tue clearing bank figures for April are interesting 
chiefly for what they do not show. It might have 
. been supposed that the subscription of 
No paneee the final £200 million on the new 3 per 
i: cent. War Loan could not be effected with 
a sharp decline in bank deposits and 
money market assets. In reality, the April returns show 
even less trace of any funding effect from this operation 
than did the March returns. Deposits show the small 
decline of £9.3 million, but even this can be attributed 
to a decrease in items in course. The combined bill 
portfolio actually rose by £2.7 million to £338.4 million 
and call money by as much as £11.9 million—this in 
a month which saw a decline in the tender Treasury 
bill issue of £56 million to £675 million. 
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CLEARING BANK RETURNS 
Change Change 


April, 1940 on Month on Year 
£ mill. £ mill. £ mill. 
Deposits .. - a 2,354.0 — 9.3 + 199.2 
Advances a ee 983.4 —22.8 —- g.I 
Investments re ea 617.6 + 6.3 + 7.1 
Bills os we as 338.4 + 2.7 +154.0 
Call money se we 153-4 +1I.9 + 8.1 
Cash ‘a a = 253-9 + 5.3 + 24.9 
Items in course of collec- 
tion .. ¥s we 971.8 —13.3 + II.0 
% % % 
Cash to deposits i 10.79 + 0.27 + 0.16 


The chief explanation for the absence even of a 
temporary decline in bills discounted was, of course, the 
offsetting effect of the current deficit, which amounted 
to ArI8.7 million, from April 1 to April 27. Nevertheless, 
the balance of the loan proceeds, augmented by receipts 
from small savings, should have been sufficient to pro- 
duce some funding effect. It would appear that the 
authorities must have been holding at the beginning 
of the month substantial quantities of tender bills, 
so that the apparent decline in the tender issue 
did not in fact reduce the volume of tender bills 
held by the market. If this is the explanation, however, 
it is still difficult to see how the loan proceeds were trans- 
ferred, assuming the loan to have been taken up almost 
entirely by the public. That bank subscriptions must 
have been on a small scale is confirmed by the very 
moderate increase of £6.3 million in bank investments. 
This increase was sufficient to compensate only to a 
minor extent for the sharp drop of £22.8 million in 
advances, which was the outstanding movement in the 
month’s returns, and which may presumably be 
attributed to repayment of loans by Government con- 
tractors following on accelerated disbursements to 
suppliers. 


A FURTHER tightening of the exchange regulations has 

been carried out this month imposing stricter control 

over dealings in securities, mainly with 

Ph A the object of preventing liquidation of 

Regulations Securities on behalf of enemy interests. 

To this end, the disposal of securities in 
02 
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which there is a non-resident interest has been made 
subject to licence, while restrictions imposed on the issue 
of bearer securities make it impossible, inter alia, to 
split bearer certificates. This handicap, together with 
the delays in transfer which must result from the 
necessity of obtaining several signatures for the 
purposes of the exchange regulations, might seriously 
have inconvenienced the discount market had it not 
converted the great bulk of its bearing holdings into 
registered form during the past year or so as a form of 
air-raid precaution. It was originally intended at the 
same time to close one loophole in the general exchange 
control by requiring a Form E.1 to accompany 
payments of interest and dividends to non-residents. 
This would have been an interesting innovation, 
since the obligation of approving the E.1 form was 
laid for the first time on the receiving instead of 
the paying banker. The requirement was logical, for 
only the banker receiving the dividend warrant is likely 
in practice to have knowledge of the non-resident 
interest. For the moment, however, this requirement has 
been suspended. 


At Last—Production ! 


The new Emergency Powers Act at last puts full 
power into the hands of the Government to expand pro- 
duction. The trade unions and the employers have 
welcomed it; there is now no obstacle to a determined 
and effective mobilization of all the nation’s resources. 
Co-operation of all concerned is now achieved. All that 
is required is leadership. And it is manifestly clear that 
Mr. Herbert Morrison, Lord Beaverbrook and Mr. 
Ernest Bevin are admirably fitted to supply that leader- 
ship. The days of inefficient complacency and Minis- 
terial apologies are over; at last the problem of 
production is to be tackled with energy and imagination. 

What are the lines along which action is most 
urgently required? What will be the new Ministers’ pro- 
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gramme of action? What are the prospects of rapid 
expansion of output? It is clear first of all that their 
main efforts will have to be concentrated upon the short- 
term problems of production. The urgent need upon 
which the fate of the action on the Western Front 
depends is for production in the next three months. 
First things must come first, and the first thing is to speed 
up all production everywhere and to get maximum 
deliveries to the aerodromes and supply bases in France. 
That transcends all considerations of supply in 1941. 
Probably plans for factory construction are inadequate, 
but that will have to wait for the moment. The main and 
immediate job is to release existing productive capacity, 
to cut through the obstacles which impede current pro- 
duction, and to produce quick results. What does this 
involve? Broadly, there are four kinds of obstacles in 
the way of increased output. There are the obstacles 
created by the lack of skilled and semi-skilled labour; 
there are those created by shortages of raw material; 
there are those created by industrial plant bottle-necks, 
such as a shortage of optical instruments or machine- 
tools; and there are those created by faulty production 
planning. There is plenty of experience, both from the 
last war and from the last four years, to show how these 
obstacles arise and how they can be overcome. All that 
is required is drive and determination, and that the new 
Ministers can readily supply. 

The errors of production planning are probably the 
most pernicious and the easiest to overcome. What is 
mainly required is to induce the Service Departments to 
decide on what they want, and then to concentrate upon 
producing that. The failure to concentrate has been the 
real explanation of the failure of the Air Ministry to 
produce the requisite quantities of aeroplanes. Terrified 
by the danger of “ obsolescence” of planes, the Air 
Ministry has repeatedly changed its mind, and has 
never made any serious attempt to standardize types. 
There has been a tremendous variety of models, each of 
which requires its thousands of parts and components, 
all of which must be made separately. There has never 
been a continuous flow of production, steadily for 
months on end. The twofold results are already 
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apparent. The quality of our aeroplanes, especially the 
fighters, is second to none, and all authorities agree on 
their technical superiority to those of the Germans. But 
the quantity is not enough. The first thing that Lord 
Beaverbrook should do, therefore, is to persuade Sir 
Archibald Sinclair to decide on, say, half a dozen models, 
and to have these produced without alteration for a 
period of six months. Then the new lessons learned from 
the fighting can be gradually incorporated and the 
models fixed again. We may lose from not having the 
planes absolutely up to the minute. But weshould have a 
great flow of quantity, and that is what is most urgently 
required. 

The necessary corollary of this is the segregation of 
research from production. Too many companies are 
doing too much development work, and this assuredly 
interferes with the course of production. If all develop- 
ment work were concentrated at, say, four plants in 
different parts of the country, the new lessons could be 
intelligently incorporated and the new types could 
steadily be developed. When they had reached the pro- 
duction stage, they could be standardized and introduced 
gradually. This appears to be the German method of 
going to work, and it is certainly effective in producing 
large quantities of good-quality, though not necessarily 
super-quality, aeroplanes. This policy of standardiza- 
tion and segregation of research from production means 
that the companies will lose much of their identity for the 
duration of the war. Some companies which are now 
producing their own models would have to stop that pro- 
duction and build other companies’ models. But that is 
unavoidable. It is part of the price which has to be paid 
for the war. 

The same considerations apply to some extent to 
Army supply as well. Over a large range of Army 
equipment there is obviously and necessarily stan- 
dardization—Army clothing, in particular, lends itself 
very easily to standardization, and its production is in 
fact standardized. Guns and shells must also be stan- 
dardized, although in the last war there were probably 
too many different types of gun and howitzer, and a 
corresponding loss of output. The general principle 
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stands, however, that we tend to seek the last word in 
equipment and sacrifice quantity for quality. In modern 
warfare, this does not pay. The greatest difficulty here, 
however, is the perpetual need for production of new 
weapons for new purposes—a new anti-aircraft gun for 
countering low-flying aeroplanes, a more powerful anti- 
tank gun, and so on. In the last war, the sudden 
development of trench warfare created a vast need for 
weapons which had never been thought of before. But 
here again the same lesson applies. Quantity production 
is incompatible with repeated re-vamping of models and 
the attainment of the highest possible quality. Through- 
out the whole range of Army equipment this is so, and it 
is to be hoped that the Army chiefs will understand it. 

The next set of difficulties is that created by industrial 
plant bottle-necks. At individual points, there is a need 
for rapid expansion in order to enable the whole produc- 
tive process to expand. If it is assumed that there is no 
time for solving the difficulty by expansion of plant, the 
only way to stop the difficulty is to enforce a rigid system 
of priorities and to see that it is carried out. For 
machine-tools, presumably, such a plan is already in 
operation in a lackadaisical sort of way. It will clearly 
be very difficult for non-essential consumers to get 
machine-tools. 

Passing on to raw material difficulties, we find a 
tremendous scope for the new Minister of Supply. This 
is almost entirely a matter of priorities. Hitherto, the 
introduction of priorities has been regarded as an evil 
which must be postponed as long as possible. There has 
been no real attempt to shut down on non-essential con- 
sumption of key raw material. Only in the case of iron 
and steel has there been any serious list of priorities, and 
even in iron and steel all sorts of supplies are being main- 
tained which could perfectly easily be cut out—and 
should be cut out. For ferro-alloys, a start has only just 
been made at taking control at all. There is no reason 
whatever for believing that the non-ferrous metal supply 
is eked out according to need. Whether industry likes it 
or not, there is no alternative to an extremely rigid 
priority certificate system, to ensure that supplies of 
materials do flow in the directions in which they are 
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needed most for the national interest. Furthermore, 
these priority schedules must be co-ordinated so that 
manufacturers are not in the position of being able to get 
some materials but not others. No attempt has yet been 
made to co-ordinate the working of the controls in this 
way. Yet this must evidently be done, for it is 
manifestly ridiculous for armament contractors to be 
complaining, say, of steel shortage when there is still a 
tremendous quantity of steel being used for non-essential 
purposes. Thus, immediate priority certificates must be 
part of Mr. Morrison’s programme. 

There is no doubt that the Minister of Supply’s diffi- 
culties have been greatly increased by Mr. Burgin’s 
policy in the appointment of the various controls. The 
Select Committee on Expenditure has pointed out the 
weakness of the analogous system of control set up by 
the Ministry of Food—the handing of executive power to 
the trade associations or the largest units in the business. 
This makes for great difficulties in using the controls to 
effect drastic cuts in non-essential consumption, and it 
also makes for great difficulties in price policy. It is to 
be hoped that Mr. Morrison will do something about this; 
it is not of such immediate urgency as the introduction of 
effective and co-ordinated priorities, but it is linked with 
the general proper handling of the raw material problem. 
Furthermore, it is linked with the related problem of 
cutting out inefficient producers, and concentrating out- 
put on the most efficient plants where output has to be 
cut down. The trade association control, of course, will 
share out available supplies of material equally to con- 
sumers, so that all will have to work short-time and ineffi- 
ciently. The proper control in the public interest, how- 
ever, demands that some should work to capacity and 
some not at all, releasing workers for the war effort. All 
these are problems to which Mr. Morrison will have to 
give his attention. 

Lastly, there is the labour problem, which is probably 
the most important of all. Moreover, it is the department 
in which least was done by the outgoing Ministers. In 
retrospect it is hardly credible that nine months should 
have been allowed to elapse before any attempt was 
made to bring the skilled mechanics working at garages 
and repair shops into jobs in the aircraft production pro- 
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gramme—yet one of Lord Beaverbrook’s first steps was 
to do precisely that. It is hardly credible, again, that 
during that whole period the sole contributions made by 
the Ministry of Labour to the vast problem of re-training 
workers for munitions production was an expansion of 
the Ministry of Labour Training Centres to take 40,000 
men a year, and to offer to pay travelling expenses to 
and from training. It is even less believable that the 
Ministry of Labour, with the tremendous statistical 
apparatus in its hands, made no attempt to calculate the 
changes in employment for the first seven months of the 
war, and that even then it decided to count only those 
workers in the engineering industry. Finally, no real 
attempt was made either to tell the unions what was 
required of them or to negotiate boldly and decisively on 
the multitude of issues involved. This is an awful record. 

What can Mr. Bevin do at this late hour? Obviously 
he must set the Ministry’s statistical machinery to work 
again, in order that the Government should have precise 
and clear facts about what is happening to man-power. 
This elementary action, so long fervently resisted, is 
manifestly necessary. Obviously, too, he must get a 
clear idea from the Ministries of Supply and Aircraft 
Production of their labour requirements—it is probably 
true to say that 2,000,000 more metal workers will be 
required sooner or later. Again, he must very clearly 
put some teeth into the operation of the Control of 
Employment Act, which was designed to prevent the 
“poaching” of skilled workers by one employer from 
another, and which could have achieved that object if 
only it had been invoked. At this stage, workers must 
not be allowed to leave scheduled jobs without showing 
due cause, and employers must not be allowed to offer 
inducements of any kind. This last should have some 
immediate effect upon production. Next, Mr. Bevin 
must take some steps to start training these workers for 
jobs in the production programme. This means, bluntly, 
compulsion upon employers to take trainees on a large 
scale, although the Government could well pay their 
wages, travelling expenses, and so on until they were 
reasonably proficient. It means the development of 
training centres where semi-skilled workers could be 
trained, and at which the workers would receive full pay 
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and expenses as if they were doing full work. Intensive 
courses and extensive recruitment must be undertaken to 
produce more and more partially skilled workers and 
men and women who could work one type of machine. 
It is late for these training plans, but even in the next 
three months there would be some effect upon produc- 
tion. By the end of the year, in preparation for the 1941 
campaigns, the effect would be terrific. 

Finally, the new powers must be invoked where 
necessary to cut ruthlessly across any sectional interests. 
From the unions, more is needed than the acceptance of 
a substantial measure of dilution for the duration. Many 
time-honoured (and in peace-time very proper) restric- 
tions will have to go. Hours will have to be increased. 
With the whole country solidly behind the war effort 
and a fully national Government at the helm, no com- 
pulsion will be needed to sweep away any restrictive 
practices which might hamper production. At the same 
time, these temporary sacrifices will be made the more 
readily and unreservedly if it is clear that profits are 
subject to equally drastic restrictions—and on that score 
dividend limitation, the general Excess Profits Tax of 
60 per cent., and the special E.P.T. of 100 per cent. for 
“controlled establishments” should be assurance 
enough. Thus, nothing now stands in the way of 
capacity production twenty-four hours a day. 

The changes which must be made by Mr. Morrison, 
Lord Beaverbrook and Mr. Bevin amount to this. For 
nine months the economic war effort has been based 
upon “ Business as usual.” Key problems of labour and 
raw material supply were in effect shelved. Now the 
Government is taking the responsibility for running the 
economic war effort itself—three of the most vigorous 
organizers in the country have been put in charge, and 
the sectional interest both of labour and of capital will 
have to abdicate for the duration of the war. If this 
had been done nine months ago, the nation would be in 
a stronger position to-day. 


om 





ta te tewffh oat =~ 1 tet CUtlU lle 


ee ee ee ee ee ee ee ee ea 


( 
i 
s 
I 
I 
I 
( 








Are Export Groups Enough ? 


ECENT events have placed in a new and very 
R different perspective the many tasks which await 

our new Government. For the moment, all that 
matters is to remedy with the utmost speed our defi- 
ciencies in aeroplanes and other equipment. Compared 
with that primary need all other problems take second 
place. Even the fundamental overhaul of our entire 
war economy, which is vital if we are to emerge victori- 
ous, must now wait until the immediate emergency has 
been overcome. And this applies even more to such 
subsidiary problems as the expansion in exports. 
Nevertheless, this does not mean that branches of 
national effort whose benefit will be felt only in the long 
run can now be neglected. 

On the contrary, this is the time for the new and 
more energetic ministers to decide what use to make of 
the sweeping powers conferred on the Government by 
the new Emergency Powers Act. In the long run, it may 
prove no less important to have foreign exchange to 
buy aeroplanes abroad than to expand our home pro- 
duction. If for the moment the pressing demands of 
the services must be allowed to shoulder aside the needs 
of export trade, it is all the more important that 
resources should be made available for export through 
a restriction of civil consumption. And when the 
resources have been made available, it still remains to 
consider whether our present methods are best calculated 
to achieve an actual increase in sales abroad. Within 
three months of its formation, the new Export Council 
has admittedly been able to show good results. There 
is no denying that the export figures for April were 
excellent in themselves and encouraging for the future. 

None the less, the maximum result which can be 
expected from the export groups as at present organized 
is a strictly limited one. Hitherto the export groups 
seem to have confined themselves to smoothing out the 
purely domestic difficulties of their members in securing 
raw material supplies and export licences. They are 
not in any sense co-operative selling organizations 
charged with placing British goods in the foreign 
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markets. Exports orders are still solicited abroad " 
private firms using their own independent sales organiza- 
tions on their own private behalf. It may be true 
that at the moment raw material supplies and not 
manufacturing capacity is the limiting factor. But a 
situation could quite easily arise in which the interests 
of the private firm came into conflict with those of export 
trade as a whole. There must be no internecine 
competition between British firms which would either 
depress prices or prevent us from handling all the 
business we can get. If necessary, exporters must be 
prepared to pass on orders to their competitors who 
are less fully employed, even if this means disclosing 
cherished connections. 

All this cuts clean across normal methods of trading. 
And the same is true of expecting traders to undertake 
the exceptionally heavy risks of export trade while 
ignoring the safe profitability of the home market. That 
private enterprise is an unsuitable basis for a wartime 
export drive has, in fact, been tacitly acknowledged by 
the proposal of the Export Council to limit production 
for the home market to a proportion of the amount 
formerly supplied by each firm, thus supplying 
artificially the incentive to expand exports which has 
otherwise been found lacking. But once it is recognized 
that exports would not be forthcoming in sufficient 
quantities if traders are left free to aim at maximum 
profits (the whole basis of private enterprise), it becomes 
possible to question whether exports should be required 
to show a sterling profit at all. 

On more than one occasion, writers in these columns 
have argued that it is inherently impossible to solve the 
wartime export problem on the basis of private enter- 
prise. Only last month, for example, Mr. W. T. C. King 
pointed out that, since exports are only an indirect 
means of obtaining war supplies which otherwise we 
should have to produce at home, there is only one test 
of whether exporting is advantageous from the national 
point of view: can we purchase with the proceeds a 
larger volume of imported vital supplies than could be 
produced at home by the same labour and equipment? 
But the immediate sterling profit or loss on a particular 
export transaction cannot possibly show whether this 
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test is satisfied, since it cannot take into account the 
costs in unemployment and loss of special productivity 
which would be involved if it were sought to divert 
to direct war production the resources employed by the 
export industry. Far less can it take into account the 
strategic advantages and disadvantages of having par- 
ticular war supplies produced at home or abroad 
respectively. 

Nevertheless, faith in private enterprise dies hard in 
this country. There is great reluctance to accept the idea 
that what is sound and economic in peacetime may be 
directly opposed to the national interest in war. It is 
argued, for example, that the role of exports is not 
fundamentally changed by war. If exports now are only 
an indirect means of securing essential war supplies, in 
peace they are an indirect means of obtaining consump- 
tion goods. And in peacetime, we consider it sound 
to rely upon the automatic working of the price system 
to select for export the products in which we have the 
greatest comparative cost advantage. The fact that we 
now want imports of a different kind, this view would 
maintain, is no reason for jettisoning private enterprise, 
since the price system is fully competent to secure 
adjustment to changes in the structure of demand. It 
will still be most profitable to export those goods which 
we can produce most efficiently in the new situation, 
and to import those which we are least well equipped 
to produce. 

One glance at the mechanism by which this adjust- 
ment is brought about, however, is sufficient to reveal 
the hollowness of this argument. It tacitly assumes a 
complete freedom of the domestic price structure which 
no longer exists. Equilibrium could be reached under 
private enterprise only if the things now most urgently 
needed (i.e. war essentials in the widest sense) were bid 
up in price, while the things no longer needed at home 
(i.e. luxuries and other inessentials for the civil popula- 
tion) suffered a relative fall in price. If this happened, 
exports of essential goods would be discouraged and 
imports of them stimulated, while conversely exports 
of inessentials would be encouraged and imports of them 
discouraged. Under our present system, of course, this 
result cannot possibly come about. On the one hand, 
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the Ministry of Supply has taken steps—quite rightly— 
to maintain artificially low prices precisely for those 
materials which are most urgently needed. When such 
materials are allotted for export, the transaction yields 
a profit which greatly exaggerates the advantage of that 
particular export from the national point of view. Con- 
versely, the half-hearted budgetary policy of the pre- 
vious Chancellor has left excessive purchasing power in 
the hands of the public and thus has failed to restrict 
the demand for inessential goods. As a result it is more 
profitable for the private trader to supply the home 
demand for these products than to export them—even 
though the failure to export them represents sheer loss 
from the point of view of the war effort. 

Nor is this the whole case against private enterprise 
in exports. Even if the price system were completely 
free, it still could not take into account the transfer 
losses of adapting our whole economy to the changed 
structure of demand. It is only in the long run, when 
specialized resources displaced by the shift in demand 
are assumed to have been reabsorbed into production, 
that the automatic operation of the price system could 
maximize production. In wartime we cannot afford 
even the temporary loss of productivity which results 
from diverting highly skilled labour or highly specialized 
plant to less specialized uses or—in the extreme case— 
leaving them idle altogether. If factors of high produc- 
tivity can be maintained in their existing employment 
by exporting their products instead of diverting them 
to direct war production then it would probably pay 
to export, even if this showed an apparent loss at the 
current rate of exchange. And if the alternative were 
to leave resources unemployed, because the home 
demand for their normal products has disappeared and 
they cannot usefully be absorbed into the war sector, 
then it would pay to keep them in employment by 
exporting their products for almost any sum in foreign 
exchange which would cover the cost of imported raw 
materials. 

Once these principles are fully grasped, there need 
be little difficulty about applying them in practice. By 
far the most effective solution, as has been shown, 
would be the formation of State-owned companies to 
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conduct export trade on lines as foreign to the ordinary 
business man as are the strategic exports demanded by 
economic warfare. It is perhaps rather easier to say 
what such companies would not do than to tay down 
more positive principles for their operations. They 
would not, it is clear, seek simply to secure as much 
foreign exchange as possible in exchange for their 
sterling resources. Industries which can _ profitably 
export on the basis of the official exchange rate would 
presumably be left free to do so. The central function 
of the export companies will be to promote the exports 
which would not otherwise take place. Secondly, they 
would not compete for goods in demand by the service 
departments in such a way as to raise defence costs. 
On the other hand, they should be free to compete quite 
ruthlessly for inessential goods going into private con- 
sumption for which there is a good market abroad. But 
it is the task of the Chancellor of the Exchequer, not of 
the export companies, to decide the distribution of the 
national resources between defence (to which exports 
may be assimilated) and civil consumption respectively. 
The task of the export companies would be considerably 
simplified by an adequate fiscal policy which would 
restrict civil expenditure, or failing that by a compre- 
hensive system of priorities for men and materials. 

In deciding what to buy, the director of the export 
company would in effect be confronted with a schedule 
of alternative methods of converting sterling into dollars 
at different rates of exchange. By exporting apples he 
could secure 4 dollars for every pound of sterling outlay, 
oranges would bring in only 3 dollars to the pound, 
plums 2 dollars, and so on. Other things equal, he would 
naturally select the commodities near the top of the list. 
But he would give preference to a commodity lower 
down the list if there were good reason to restrict civil 
consumption of it, or if in the absence of such purchases 
for export labour and plant would be lying idle. 
Obviously, the export company could secure valuable 
guidance in placing its orders by working in close contact 
with the labour exchanges to discover which plants in 
which districts were laying off men or working short- 
time. But much purely empirical judgment would be 
needed to decide whether an industry should be kept 
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in being by purchases for export, or whether it could 
be turned over to direct war production without heavy 
transfer costs and loss of efficiency. 

How would the companies’ operations be financed? 
If their sales abroad, as well as their purchases at home, 
were made in terms of sterling, then they might show 
either profits or losses in sterling but would almost 
certainly show losses.* If, on the other hand, their sales 
were made against foreign currencies they would be 
equally sure to show a sterling loss if they remained 
subject to the general obligation to sell dollars to the 
Control at the official rate of $4.03. These losses, it may 
be observed, would not represent subsidies either to the 
home manufacturer or the foreign buyer, since the goods 
would be bought and sold at current prices in the home 
and export markets respectively. If charged upon the 
budget they would nevertheless be regarded as export 
subsidies and incur suspicion and possible opposition, 
both in this country and abroad. Politically, 1t would 
be vastly preferable if the companies were relieved of 
the obligation to surrender exchange at any particular 
rate, but instead were reimbursed in full for the sterling 
cost of acquiring the foreign exchange surrendered. 
This is, of course, equivalent to saying that their opera- 
tions should be financed by the Exchange Account. If 
this were done, the theoretical sterling losses on export 
trading could remain as completely secret as_ the 
Fund’s former profits on exchange dealing; the 
position would be very similar to that which arose in 
former years when the Exchange Account sold to the 
Bank of England at the statutory price gold which 
had been acquired at the much higher prices ruling in 
the open market. On these lines exports could be 
expanded to the uttermost limit, without differential 
exchange rates in the usual sense and without overt 
subsidies to domestic manufacturers to arouse sectional 
feeling at home and incur the accusation of dumping 


abroad. 


* Otherwise private interests would have been able to export 
profitably. It should be noted that there need be no loss of exchange 
in invoicing in sterling, since the export company (unlike the private 
trader) has no competition to fear and can therefore adjust the sterling 
price to bring in the maximum sum in dollars. 
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The Banks and Hire Purchase 
By J. Mead 


HE purchase of goods on the instalment plan is 
a fairly new development in this country. The 
practice has grown up on much the same lines 
as in America, where it is more widespread, with the 
exception that in this country the legal ownership of 
the goods sold is normally vested in the seller, who in 
the United States is protected by a “ chattel mortgage.” 
Before the movement assumed massive proportions, 
manufacturers and traders were normally able to finance 
their own credit sales, but in the course of time important 
concerns have grown up specializing in hire purchase 
finance. In these days the actual vendor is, in fact, 
usually in the position of selling for cash. 

The function of a hire purchase concern is to acquire 
the debts due from hirers of goods—whether directly or 
indirectly through the medium of the actual vendor. It 
protects itself until these debts are finally paid by 
retaining legal title to the goods supplied. This may be 
done by way of many separate transactions with con- 
sumers, or by taking over blocks of hire purchase agree- 
ments obtained in the first instance by smaller hire 
purchase financing units. The latter course amounts in 
practice to investing in the agreements which other 
concerns are prepared to sell at a discount. The seller 
may, for example, be a manufacturer who prefers to 
replenish his working funds by ceding agreements rather 
than to hold them. 

The extension of credit to the actual consumer 
naturally rests in the first instance with the vendor, and 
is not always wholly within the control of the large 
scale finance companies. These, therefore, take ad- 
ditional protection against defaults in the form of 
guarantees from the traders concerned, supported by 
a partial retention of the cash payable on the invest- 
ment. “ Retention money” is paid over to the trader 
when agreements successfully run off, or proportionately 
as they are honoured. Such is, broadly speaking, the 
nature of the liabilities shown in the balance sheets 
under some such head as “ deposit from dealers, payable 
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on completion of their obligations.” To be financed 
successfully by these methods, the goods must be durable 
and easily identified with a view to repossession if 
necessary. They should also command a ready market 
for re-sale, a requirement which has not been altogether 
satisfied since the outbreak of war in the case of used 
motor-cars. 

As has been said, hire purchase in this country is a 
comparatively new development. Practically all the 
trading companies engaged in fostering the use of hire 
purchase facilities and providing the necessary finance 
have commenced business since 1920. Ultimately their 
rapid and successful expansion has clearly been largely 
based on the expanding market for motor-cars and radio 
apparatus. But it has been greatly assisted by the co- 
operation of the banks. Even the leading companies 
are in some cases equipped with quite moderate 
resources, but the banks have been sufficiently impressed 
by their sound management and the nature of the 
security offered to grant accommodation on a sub- 
stantial scale. 

Both the rapid growth of hire purchase finance and 
the extent of bank participation in this field are clearly 
apparent from the table opposite. The figures of the 
United Dominions Trust have been segregated for the 
reason that the Trust conducts a business of rather 
wider character than the remaining companies. Thus 
the latest accounts show that the company had itself 
been entrusted by the public in its capacity as a banking 
institution with current, deposit and other accounts for 
well over £3,000,000. Such funds, though no doubt 
secured on attractive terms, are liable to withdrawal at 
short notice, and the assets accordingly include sub- 
stantial cash resources practically equal to the issued 
capital, which is itself actually exceeded by the general 
reserve. In view of its special position, the Trust is 
able to rely to a considerable extent on its own resources. 

Taking the five concerns listed in the table as 
a group, it will be seen that their issued capital and 
reserves increased between 1935 and 1939 from 
£2,559,000 to £4,974,000, while bank loans to this group 
of companies increased from £4,336,000 to £0,585,000. 
These figures, however, measure the expansion of the 
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leading finance companies themselves rather than the 
growth in popularity of the hire purchase habit, for the 
larger houses have come to play an increasing part in 
the movement, for example by discounting agreements 
which in former days would have been held until 
maturity by smaller units. 

As will be seen, the proportion of bank loans and 
acceptances is high and has tended to increase in the 
four-year period. Thus in 1935 the proportion of loans 
to debtors ranged from 41 per cent. in the case of United 
Dominions Trust to 60.7 per cent. in the case of the 
Mercantile Credit Company. In the latest accounts the 
proportions range from 45.8 per cent. for the United 
Dominions Trust to 77 per cent. for the Mutual Finance 
and as much as 83.5 per cent. for Bowmakers. On the 
average, there has been an increase (excluding the 
United Dominions Trust) from 59.3 per cent. in 1935 
to 73.7 per cent. in 1939. 

At the same time, it will be noted that the capital and 
reserves ploughed back into the business have also 
shown satisfactory progress. Thus the capital and 
reserves of the Mercantile Credit Co. have increased over 
this period from £280,000 to £542,800, while those of 
Bowmaker have increased from £570,000 to £1,093,750. 
The companies, on the other hand, have been able to 
make full use not only of these additional resources but 
of proportionately increased bank accommodation. 
Defaults on hire purchase instalments would, however, 
have to be extremely high before the bank advances 
could be brought into jeopardy. On the average, the 
amounts shown as hire purchase debtors in the table 
need yield only 73 per cent. of their book value on an 
assumed standstill of the business to repay the banks 
in full, without looking to the miscellaneous other assets. 
Even in war conditions there is thus no reason to fear 
that bank participation in this industry will prove to 
have been excessive, though it is, of course, sufficiently 
substantial to give the banks a special interest in the 
progress of the hire purchase companies in the changed 
circumstances. 

In general, there can be no doubt that the 1939 
figures will mark a temporary peak in the movement's 
development. The goods which have been largely 
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financed on hire purchase are precisely the kind of 
durable semi-luxury consumption goods for which the 
market will tend to be most restricted in wartime, as 
high taxation (notably special imposts such as the pro- 
posed purchases tax) and the control of raw materials 
through the Ministry of Supply bring about the con- 
traction in civilian output which is needed to release 
resources for the national effort. This very contraction 
in new business of the type normally handled by these 
companies should itself provide the best evidence of the 
self-liquidating character of the security against which 
the banks have been willing to lend so extensively. From 
the meagre information available, the period of liquida- 
tion of the average contract term appears to be 20 to 24 
months. Thus the greater part, in terms of value, of 
the instalments outstanding at any moment would— 
assuming normal collection experience—be liquidated in 
about a year. This fact is the measure of the liquidity 
of the bank loans which so largely support the hire 
purchase credit structure. Indeed, a large proportion 
of the debts due from the public at the outbreak of war 
must already have been collected. 

The only field in which special difficulties in collecting 
seem likely to be encountered is that of motor-car 
finance. The special restrictions placed upon private 
motoring since the outbreak of war undoubtedly provide 
an exceptional stimulus to default; yet at the very 
moment that the companies might be compelled to look 
to repossession of the goods for their security the Courts 
Emergency Powers Act has placed special difficulties in 
the path of such realizations of security, while the 
second-hand car market has become extremely re- 
stricted. Thus it is not surprising that the Mutual 
Finance, which like United Motor Finance Corporation, 
has specialized largely in motor-car finance, acknow- 
ledged frankly in the report and accounts published 
last December that the assets were to some extent 
frozen. At that time, of course, the deflationary 
influences released by the first impact of war were still 
operating, while the used car market had not felt the 
benefit of the special stimulus which it has since received 
from export business and Government purchases. 

Elsewhere, it is reasonable to hope that the public 
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will continue to honour its hire purchase obligations in 
wartime as punctiliously as the American public was 
found to do in time of slump. So far as the immediate 
outlook for the companies is concerned, the prospective 
contraction in the scope of their activities may be con- 
siderably retarded if they are able to find fresh outlets 
in financing the acquisition of producers’ goods, such 
as industrial and agricultural machinery. Some of them 
have already given valuable assistance to industry and 
farming before the war and are well equipped to develop 
in this direction. If they do so, the banks will un- 
doubtedly lend their assistance even more readily than 
during the phase of expanding consumer’s credit which 
was terminated, or at least interrupted, by the outbreak 
of war last September. 


The Mechanism of Control 
By an Exchange Manager 


N nine months we have made enormous progress 
towards a smooth and efficient working of the new 
exchange regulations, but nobody who has experi- 

ence of the newsystem could contend that the mechanism 
of control has yet approached perfection. This is not a 
post-mortem. The writer is well aware that it is the 
easiest thing in the world to “ job backwards,” that there 
is a certain futility about reflecting upon “ what might 
have been” unless such reflections indicate how im- 
provements can be made for the future. To put forward 
some practical suggestions of this kind is precisely the 
object of this short critical study. 

Over the last nine months, the impression that I think 
has gained most ground in banking circles is that the 
wide ramifications of the branch system—the very 
nature of banking as a “multiple shop” business—is 
imperfectly comprehended by the Control. Indeed, the 
very term “ Authorized Dealer” would seem to have 
obscured this factor which should always be uppermost 
in the minds of the authorities. Had the nature of the 
branch banking system been given due consideration, it 
would have been possible to eliminate much needless 
correspondence and unnecessary circularization by each 
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of the head offices to its branches of ‘“ Explanations,” 
“ Instructions to Branches,” “ Urgent Notices re This or 
That” and so on. 

The point is worth a little attention, and we might do 
worse than enlarge our explanations by the use of a few 
homely illustrations. For example, the Form “E” 
which has been so much under discussion is a document 
printed by the tens of thousands at one printing, and 
circulates to every branch bank in the kingdom. On this 
account it is an excellent medium for carrying its own 
correctives. Once a type-setting has been made the cost 
of re-printing is small. It could, therefore, have been 
over-printed with some useful paragraphs as 
follows* :— 

(1) In completing this form it is necessary to 
make an exact copy on the Duplicate whenever 
shipments of goods are involved. This is due ta 
the fact that the Customs Entry will be required by 
the Control when the goods are imported, and this 
= eventually accompany the Duplicate E 

orm. 

(2) Where the transaction does not refer to the 
import of goods, no duplicate will be required. 

(3) Exchange supplied as a result of the approval 
of this form can only be utilized for the purposes 
declared thereon. If it is not used, either wholly 
or in part, the unused currency must be resold to 
the Control through your banker, and the number 
of this form quoted at the time of such re-sale. 

These are but three of the clauses which would facili- 
tate the work of the branch official, for there is good 
evidence that many branch managers are unaware of 
these elementary parts of the processes essential to 
proper control. In the light of the many details 
demanded by the authorities over a wide range of busi- 
ness, this is not to be wondered at. As one mixes with 
local branch officials, the marvel is that they can deal as 
competently as they do with the many problems that 
arise day by day. 


* The idea is not new. Every request sent out by the Commis- 
sioners of Inland Revenue for a return of the taxpayer’s income is 
accompanied by a printed list of simple (?) instructions and 
explanations. 
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Let us try to place ourselves for a while in the posi- 
tion of the local bank manager who has a safe-custody 
box which he suspects contains gold that his customer 
ought to declare (but has not done so). Or perhaps the 
customer is a lady with some International Nickel shares 
for which she ought to obtain a Stock Permit, but who is 
scornfully indignant when reminded of the law on this 
point. ‘Then again, the branch receives for another 
customer, this time a non-resident, a weekly rental of 
seven shillings for a cottage which he owns, and someone 
has to complete a form E.1 for this once a week before 
the money can be credited to the customer’s account. 
These are but a few of the practical matters the branch 
manager has to handle on the exchange control side of 
his varied business; at least, then, the forms he is to use 
should leave as little as possible to question. Quite apart 
from the considerations mentioned, a careful wording of 
the form would help to ensure that a certain uniformity 
is reached over all the banking offices in the kingdom. 

The system of “balancing” the total of E forms 
against the reported sales of currency has thrown up one 
advantage in the mechanism of control. As the totals of 
sales and forms have to be reconciled, and the forms 
submitted within a few days of dealing, the Control has 
the opportunity of inspecting the customers’ applications 
shortly after submission to the dealer, and of knowing 
that it has seen all of them. This allows prompt 
correctives of mal-practices to be applied, and means 
that eventually practice throughout the banks becomes 
standardized. It is possible for dealers to approve with 
confidence, and reject with equal assurance, such forms 
as are submitted to them by customers; they feel 
that the forms with which they are dealing are receiving 
the same treatment as are the forms of other banks, and 
that they need not fear unfair competition due to over- 
generous interpretations by their business rivals. 

Out of these considerations emerge some valuable 
guides to the right kind of method of treating other 
instruments of Control. Let us consider the sterling 
transfers covered by form E.1. At the present moment 
sterling transfers to the account of a non-resident cannot 
be allowed without an approved E.1 form. The branch 
manager is suitably instructed by his head office, he 
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approves the signed forms, and effects the transfer. Ata 
later date he is required to submit these forms to the 
scrutiny of the Control, usually through the head office 
or chief foreign branch. 

This is where the trouble begins. In the first place, 
there is no certainty that forms will be submitted for 
every transfer. Quite apart from the fact that a branch 
official might act without a form in certain “border-line”’ 
cases (for the regulations governing who is and who is 
not a non-resident are not so clear as might be supposed), 
the head offices are possibly not in a position to 
investigate with sufficient frequency the conduct of the 
branches in this respect. Moreover, forms may be lost 
in transit, or in the branch itself, and, in the absence of 
some means of account reconciliation no one would be 
the wiser. 

Then the curious would be surprised at the way in 
which application forms are worded. Details are fre- 
quently too vague to be of any value to an outside 
scrutineer. It is a commonplace that branch managers, 
who know their customers well, find themselves per- 
plexed when at some time after the event they are called 
upon to say just why they allowed a transfer to go 
through. Their only defence is, as a rule, that they were 
satisfied with the deal at the time. In many cases where 
amounts have been paid away, and have become to all 
intents irrevocable, it is afterwards found that their 
transfer would not in any circumstances have been per- 
missible. This causes much loss of time, and a certain 
degree of irritation which it is now sought to avoid. 

Yet the remedy is simple enough. As with the 
“ requisitioned ” currencies, an attempt should be made 
to reconcile the E.1 forms with the amounts whose 
transfer to non-residents has been approved. In some 
banks branch managers have already separated the 
accounts of non-residents from ordinary domestic 
accounts, and an examination of them takes very little 
time. A brief summary can be quickly compiled, which 
will show the total for each week up to the day selected 
as being that most convenient to the bank manager, and 
the requisite E.1 forms attached to this summary. 

In view of the wide distribution of branches over the 
British Isles, the varying types of business transactions, 
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and the different backgrounds against which trade and 
exchanges are conducted, it would seem desirable to 
submit these forms and summaries to a central depart- 
ment of each of the authorized dealers. In this way the 
practice of the individual branch manager could be 
observed, and advice offered where required. When 
approved by the bank’s own head office officials, the 
forms would go straight to the Control, with the original 
covering summary as received from the branch. Re- 
listing would not be necessary, and the branch stamp 
and total would sufficiently identify them in case of 
inquiry. 

Last month a writer in THE BANKER criticized the 
apparent policy of differentiating between payment in 
pounds and payment in hard currencies, arguing 
that it must at present be more difficult to obtain an 
exchange allotment than to remit sterling abroad. Other- 
wise, it was contended, no import trade would be 
invoiced in sterling when the free rate is at a substantial 
discount. In theory, of course, forms E and E.1 must be 
approved or rejected on identical terms, and the authori- 
ties would no doubt contend that this identity of treat- 
ment actually exists. Yet who can say, without some 
such scheme as is outlined above, how much sterling 
is in fact being added to the pool of free sterling, the 
rate of exchange for which is at least a matter for 
interested comment and possibly for serious concern? 





Financial Effects of the Latest 
Aggression 
By Paul Ejinzig 


HATEVER may be the military consequences 
\WX/ of the invasion of the Low Countries, it is 
certain that it resulted in a considerable 
improvement in the financial position of the Allies. The 
addition of the financial and economic resources of 
Holland and Belgium and the Dutch and Belgian 
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empires to those of Great Britain and France is certainly 
of immense significance. In a changing situation it is not 
yet clear to what extent the economic and financial 
resources of Belgium and Holland will be pooled with 
those of Great Britain and France. Understandings have 
been reached with the Dutch and Belgian Governments 
adopting the principle that financial arrangements exist- 
ing between Great Britain and France are to be extended 
to Holland and Belgium. The conclusion of a detailed 
agreement with both Governments is a mere question of 
time. And even the capitulation of the two armies 
cannot deprive the Allies of the economic resources of 
the Dutch colonial empire and the Belgian colonies. 

There is first of all the gold reserve of the two 
countries. If Hitler hoped by means of a swift stroke 
of his mechanised columns to capture the Dutch and 
Belgian gold, he must have been disappointed to find 
the Netherlands Bank’s vault empty; nor would he find 
any gold in the vaults of the National Bank of Belgium. 
The Netherlands Bank transferred the greater part of 
its gold to the United States before the outbreak of the 
war, and since the German invasion the rest has also 
been evacuated and at the time of writing is on its way 
to the United States. The National Bank of Belgium 
transferred 95 per cent. of its gold to London and New 
York before the war and the remainder was kept in 
Ostend; by now it must have been evacuated. The total 
gold and foreign exchange reserve of the two central 
banks amounts to something like £350,000,000 at the 
present exchange rate. This gold is now available for 
the purchase of war materials from the United States for 
the use of the Dutch and Belgian Governments. 

In addition to the official gold and foreign exchange 
reserve, vast amounts of dollar assets are held privately 
by Dutch and Belgian citizens. According to official 
American estimates, Dutch investments in the United 
States amount to $1,076,000,000, while Belgian invest- 
ments amount to $296,000,000. The mobilization of 
these securities may have met with difficulties owing to 
the rapid advance of the German invaders on Dutch 
and Belgian territories. As far as the assets of residents 
in occupied territories are concerned, they are likely to 
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remain blocked for the duration of the war. Doubtless 
the German authorities will attempt to seize these assets, 
but owing to the precautions taken by the United States 
Government in blocking all Belgian and Dutch accounts, 
the attempt is not likely to be successful to any extent. 
On the other hand, the United States authorities will be 
quite willing to release the blocked Dutch and Belgian 
assets belonging to residents in unoccupied territory, or 
to refugees. The Dutch and Belgian Government will 
probably call in these assets and they will provide an 
additional source of foreign exchange. 

The total addition to the foreign exchange resources 
of the Allies as a result of the German aggression against 
the Low Countries must be somewhere between 
£600,000,000 and £700,000,000. Another way in which 
the Allies stand to profit by the advent of the two new 
Allies is that the very considerable Dutch and Belgian 
sterling balances are no longer liable to be liquidated 
in the free market in New York. That means that there 
will be less pressure on sterling. 

The foreign exchange position of the Allies will im- 
prove considerably owing to the fact that it will no 
longer be necessary for Great Britain and France to 
spend foreign exchange on the purchase of such com- 
modities as oil from the Dutch East Indies or copper 
from the Belgian Congo. To give an idea of the extent 
to which this will save foreign exchange for the Allies, 
let it be sufficient to quote the fact that the French 
Government spends some $25,000,000 per annum on 
purchases of copper from the Union Miniere. It is 
reasonable to assume that the arrangement between 
Great Britain and France, whereby they can purchase 
each others products without a limitation, will be ex- 
tended over the two new Allies and their colonies. 

As is well known, the Dutch East Indies and the 
Belgian Congo are among the richest raw material pro- 
ducing countries. The fact that they will henceforth 
belong to the sterling area does not, however, mean 
that any other countries will be excluded from these 
sources of raw material. On the contrary, since these 
colonies will no longer export raw materials to Germany, 
more will be available to other countries, and it 
is to the interest of the Allies that their joint foreign 
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exchange resources should increase as a result of the 
increased exports from the Dutch and Belgian colonies 
to the United States, Latin America, Japan, etc. While 
these colonies, as a result of their belligerent status, will 
have to adopt various exchange restrictions and trade 
restrictions, they will certainly not restrict their exports 
to neutrals. 

With the acquisition of the resources of Scandinavia, 
the economic balance of power changed materially in 
favour of Germany. This is, however, heavily out- 
weighed by the increase of the economic and financial 
war potential of the Allies, due to the addition to their 
gold and raw material resources of those of Holland and 
Belgium. The combined resources of the British, French, 
Dutch and Belgian colonial empires are practically inex- 
haustible, and the Allies have now become practically 
self-sufficient in all the important raw materials. They 
have also gained possession of valuable exportable 
surpluses whereby to replenish their foreign exchange 
resources. And since the final outcome of the war 
depends to a considerable extent upon financial factors, 
it is clear that the German successes in Holland and 
Belgium have not been undiluted gain. 


INTERNATIONAL BANKING 


France’s Financial Mobilization 
From our Correspondent 


OR France the outbreak of war was the signal for 
EF general mobilization, not only in the military but 
also in the monetary and economic spheres. The 
Government at once instituted exchange control and put 
into action the machinery created by the law of July 11, 
1938, providing for national organization in time of war. 
The control of the exchanges involved the formation of 
a new central organization, namely the “Office des 
Changes” (attached to and managed by the Bank of 
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France), endowed with monopoly powers. It deals in 
exchange at an official rate, either directly or indirectly 
through the intermediary of banking institutions acting 
in conformity with Government regulations. The policy 
followed has been to limit to an absolute minimum all 
sales of francs against strong currencies, while prohibit- 
ing the free conversion of franc assets into gold and the 
free export of the latter in the form of coin or bullion. 
At the same time, the exchange control is not in fact very 
strict. Indeed, the control so far put into force is less 
stringent than that of 1914, and for the following 
reasons :— 

(1) The available gold reserves at the Bank of France 
were twice as great in gold value as those of August, 
1914, chiefly on account of the steady centralization of 
metallic reserves at the bank of issue over the last twenty 
years, and the repatriation of considerable capital since 
May, 1938. 

(2) The public authorities regarded the bankers’ 
moratorium declared in 1914 as a mistaken technique 
and decided not to have recourse to such a measure. 

(3) The second technical mistake of the previous war 
—that of closing the stock and commodity exchanges— 
was avoided. After an initial setback which lasted for the 
first week of mobilization, domestic stocks remained 
steady, benefiting from the restriction on the purchase of 
foreign securities. 

(4) There has not yet been any requisition of foreign 
securities by the Government. This is no doubt because 
the funds, in gold and currency, at the Bank of France 
exceeded 97 milliards of francs on the declaration of 
war, not counting some 20 milliards of francs, in gold 
and currency, held by the Exchange Equalization 
Account (though the strength of the British gold reserve 
has not prevented some requisitioning of securities). 

The following table summarizes the principal items in 
the end-month returns of the central bank since the war. 
The figures record a reduction in the gold holding of 
13 milliards of francs. In fact, however, this diminution 
is more apparent than real, for it results from the re- 
valuation of gold stocks on March 7 this year on the basis 
of 23.34 milligrammes of gold of 900 thousandths fineness 
per franc, as against 27.5 milligrammes parity provision- 
ally adopted on November 17, 1938. This revaluation 
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would have increased the metallic holding of the central 
bank from 97 milliards to about 115 milliards of francs, 
but 30 milliard francs of gold were transferred to the 
Exchange Equalization Account against an equivalent 
nominal amount in Treasury bonds at 75 to 105 days. 
Thanks to the large re-entries of capital, exceeding Io 
milliards during the early months of the war, purchases 
abroad for war purposes have drawn only very slightly 
on French gold reserves. These exceptional returns of 
capital have, however, now come to an end, and with 
increasing military expenditure it is only to be expected 
that during the coming months greater inroads will be 
made into these reserves. Hence steps have been taken 
on the one hand to cut down unessential imports for civil 
consumption, and on the other hand to increase exports 
by every possible means, particularly exports which will 
bring in strong currencies. 

BANK OF FRANCE RETURNS 

May 2, End Dec., End Aug., End July, 

1940 1939 1939 1939 


(francs, 000,000’s omitted) 


Assets 

Gold - .. 84,615 97,266 97,266 92,266 
Foreign exchange 86 82 199 706 
Commercial and 

public bills .. 7,416 7,524 16,735 7,290 
Bills bought in 

France .. -. ¥8e 5,817 3,929 2,485 
Advances on:securi- 

ties ‘ 3,911 3,481 3,804 3,460 


Negotiable " bonds, 
Sinking Fund 


Dept. .. -» 5,396 5.455 5,466 5.470 
Loans to State .. 31,600 44,672 30,576 30,576 
Negotiable = Trea- 

sury Bonds’ .. 30,000 — — — 

Liabilities 
Notes in circulation 158,943 151,322 142,358 123,239 
Total deposits:— 14,721 16,665 21,341 21,526 
of which, 

Treasury ee go 81 819 3,315 

Sinking Fund .. 1,048 1,832 2,038 2,152 

Private .. 13,385 14,351 17,222 15,831 


Total sight liabili- 

ties - .. 173,665 167,987 163,699 144,765 
Ratio of gold 

reserve to sight 


liabilities .. 48.72% 57.90% 59.42% 63.73% 
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Among the war-time movements on the assets side of 
the Bank of France returns, it is worth noting that the 
portfolio of public and private bills rediscounted, which 
rose above Frs. 20 milliards on September 7 last owing 
to the exceptional credit requirements at that time, 
steadily declined until December, and has since varied 
only between 63 and 7 milliards of francs—that is to say, 
around its pre-war average. This indicates the internal 
economic stagnation of the country. On the other hand, 
the total of negotiable securities bought in France (avail- 
able for open-markét operations under the decree of 
May 17, 1938) has steadily increased from Frs. 2,485 
million on July 25, 1939, to Frs. 7,289 million on May 2, 
1940, thus greatly augmenting the funds available to the 
money market. 

The considerable increases in various loans to the 
State have also helped to swell the supply of means of 
payment. From Frs. 303 milliards just before the out- 
break of war, loans and advances to the State without 
interest rose to 504 milliards of francs at March 7, 1940, 
on which date the State repaid advances amounting to 
Frs. 20,472 million. This latter sum was derived as to 
174 milliards from book profits on revaluation and as to 
3 milliards from the Exchange Equalization Account. 
Outstanding advances increased only by 1,350 million 
francs between March 7 and May 2. 

In spite of efforts to limit the fiduciary issue, notes in 
circulation increased, in consequence of the war and of 
the operations outlined above, from 123 milliard francs 
at the end of July, 1939 (already a high pre-war level) to 
almost 159 milliards at the beginning of May, 1940—an 
increase of 36 milliards. Total sight liabilities, however, 
which include public and private deposits as well as 
notes, increased only by 29 milliards over the same 
period, from 145 milliards to 174 milliards. This 
difference is accounted for by the fall in public and 
private current accounts, whose owners have reduced 
their unproductive funds to a minimum for investment 
in war loans or other purposes. 

It is worthy of note that the ratio of gold reserve has 
only fallen after eight months of war from 64 per cent. 
to 49 per cent., taking into account the transfer referred 
to above of 30 milliards to the Exchange Equalization 
Account, which has not yet touched this secret reserve. 
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On the whole the monetary situation remains very satis- 
factory, the fiduciary issue having been kept within strict 
limits, while the external reserves are adequate for pay- 
ments abroad even in the event of a prolonged war. 

The level of money rates in the market is indicative of 
the present monetary ease and of the abundance of funds 
available for the finance of war requirements. The 
official discount rate of the Bank of France has remained 
unchanged at 2 per cent. Dealings in day to day money, 
which were effected at the rate of 2 per cent. in June, 
1939, have during the last three “months or so been 
carried out at around 1.69 per cent. The rate of discount 
for three months’ National Defence Bonds has been 
practically unchanged at 2 per cent. since the outbreak of 
war; the rate for six months’ bonds is 2.5 per cent., for 
one year bonds 3.10 per cent., and for three year bonds 
4 per cent. Armament Bonds, which at present consti- 
tute the principal method of finance for public expendi- 
ture at home have been issued at the following rates: 24 
per cent. at six months, 3 per cent. at one year, and 33 
per cent. at two years. 

The following table indicates the position of the 
four big credit institutions, the Crédit Lyonnais, 
Comptoir National d’Escompte, Société Générale, and 
Crédit Industriel et Commercial, during the first six 
months of war : 

COMBINED BALANCE SHEET OF THE FOUR LEADING FRENCH 
Deposit BANKS 
Feb. 29, Dec. 31, Aug. 31, June 30, 


1940 1939 1939 1939 
Assets (francs, 000,000’s omitted) 
Cash e -- 4,595 4,887 4,609 3,705 
Balances with banks 
and correspon- 
dents .. . Sag 3,240 $,024 3,202 
Commercial bills .. 30,506 29,257 18,531 25,096 
Advances and other 
accounts - 993 939 844 833 
Loans - .. 8,195 7,974 7,058 6,796 
Liabilities 
Current accounts.. 43,115 41,872 32,6068 35,547 
Deposit accounts. . 542 570 625 684 
Bills payable... g20 844 455 486 
Paid-up capital .. 1,184 1,184 1,184 1,184 
Reserves .. re 1,710 1,710 1,710 1,710 
Ratio of cash to 
deposits .. 10.22% 18.96% 11.52% 10.51% 


Q 
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The most outstanding feature in the figures given 
above is the increase in current accounts from about 324 
milliards on the declaration of war to more than 43 
milliards. ‘This increase of more than 10 milliards of 
francs reflects the decline in economic activity, coupled 
with the abundance of liquid capital on the market. 

The growth in the commercial portfolio from Frs. 184 
milliards on August 31 last to Frs. 304 milliards on Feb- 
ruary 29, 1940, must not be misunderstood. This increase 
of Frs. 12 milliards in six months represents principally 
discounted Treasury and Armament bills, as well as war 
finance bills. It will be apparent that the liquidity of the 
four big credit institutions has been well maintained. 

In the sphere of public finance, in contrast with the 
improvisation and expediency which characterized the 
first year of the 1914-18 war, M. Daladier immediately 
assumed the legal powers necessary to assure from the 
outset an imposing mass of resources sufficient to meet all 
the expenses of mobilization and to provide the forces 
with supplies and equipment. As early as September 2 
Parliament voted, nearly unanimously, close on 70 
milliards of credits and funds, of which 51 milliards were 
for war purposes. On the same day, moreover, another 
decree brought into force an agreement made in 1938 
between the Ministry of Finance and the Bank of France, 
whereby the latter institution places at the disposal of the 
Treasury provisional advances at I per cent. up to a total 
of 25 milliard francs, and the Bank of Algeria offers 
another milliard francs to the Treasury. Yet another 
decree of the same day gave authority to the Bank of 
France to issue 5, 10 and 20 franc notes in place of some 
two milliards of nickel and silver coins in circulation, 
which enabled the fiduciary issue to be increased by the 
State for a corresponding amount. 

To sum up, it can be said that on the day of general 
mobilization the Government made provision for making 
available a mass of resources, by means of budgetary 
and other operations, to the extent of some 100 milliard 
francs. Further arrangements have been made which 
envisages Government borrowing for war purposes at 
the rate of 55 milliards each quarter, apart from the 
regular expenditure of 85 milliard francs yearly. The 
extent of all civil and military expenditure at home and 
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abroad in respect of the year 1940 can thus be estimated 
at around 300 milliard francs. Happily, expenditure in 
the first eight months of hostilities without major actions 
has not reached this annual rate, in spite of initial heavy 
expenditure in workshops and stores. But it would seem 
that the present intensification of warfare on all fronts 
will very shortly justify this enormous expenditure 
estimate, and perhaps even call for an increase. 


America: Surplus Gold and 
Stagnant Credit 


N the United States the continued influx of gold re- 
| mains, in war as in peace, the dominant influence on 
the banking position. During the twelve months to 
March 1940, the monetary gold stock rose from $15,258 
million to a new peak level of $18,413 million.* Prior to 
the war the flight of European capital to America re- 
mained chiefly responsible for this movement, the export 
surplus in the first eight months of 1939 amounting onl 
to $458 million, against $782 million in the aa 
ing period of ak Since war began, on the contrary, 
the stimulus to exports provided by Allied purchases 
of war materials has come to play an increasing part in 
the gold movement, the favourable merchandise balance 
in the first six months of war amounting to $782 million, 
as compared with $458 million in the corresponding 
period twelve months earlier. Gold imports in these six 
months amounted to $1,452 million. 

In the banking statistics, the gold imports are re- 
flected in an increase from $12,115 million to $15,907 
million in gold certificates held by the Federal Reserve 
Banks, of which the chief counterpart is an increase 
from $8,935 million to $12,256 million in member bank 
reserve balances. The industrial demand for bank 
accommodation, however, stubbornly refuses to expand 
—possibly for the reason that, although Federal Reserve 
rediscount rates are no higher than 1 per cent., the 
general run of small borrowers dependent on local banks 
still have to pay rates ranging from 5 to as much as 
8 per cent. for advances. Once again, therefore, the in- 


* On May 20, the $19 milliard mark was passed. 
Q* 
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crease in reserves has failed to provide the basis for a 
multiple credit expansion. Indeed, adjusted demand 
deposits rose rather less than reserves, from $15,991 
million to $19,276 million. Reserve requirements have 
remained unchanged during the year, minimum ratios 
against demand deposits being 22$ per cent. in the 
central reserve city, 174 per cent. in reserve cities and 
12 per cent. for country banks, only 5 per cent. being 
required against time deposits. Excess reserves have 
therefore steadily risen to a fresh record level of $5,777 
million on March 13. Should a war boom develop, it 
is generally recognized that the existing powers of the 
Federal Reserve Board would be wholly inadequate to 
prevent a runaway inflation. In the meantime, however, 
the effective monetary circulation remains scarcely 
affected by the expansion in credit. It may be noted, 
for example, that no less than $1,902 million of the $3,285 
million expansion in demand deposits has accrued to 
New York banks. This is clear confirmation that the 
influx of gold mainly represents refugee capital and it is 
probable that a large part of the incoming funds have 
not even sought investment in the security markets but 
have been left idle in the most liquid form. It is, at 
any rate, in New York that the rate of turnover of bank 
deposits has fallen most sharply—from around 50 times 
a year in the early twenties to some 20 times a year at 
the present time. This compares with a decline from 
about 21 to 14 in other leading cities, and from only 13 
to 11 times a year elsewhere in the country. In view of 
the limited outlet for loans to industry, the surplus funds 
of the banks continue to seek employment in the bond 
market. On the one hand this has helped to raise bond 
prices to still higher levels—the index of U.S. govern- 
ment securities having more than 12 years to run rose 
from 106.0 in March 1939 to 107.6 in March this year, 
while municipal bonds rose over the same period from 
117.9 to 119.9. On the other hand, the highly liquid 
position of the banks has enabled them to absorb 
practically the whole of the new securities issued by the 
government to finance the continuing deficit. Thus the 
member banks of the Federal Reserve System took up 
no less than $1,106 million of the total increase of $1,320 
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million during 1939 in publicly offered U.S. government 
obligations, and it is estimated that non-member banks 


increased their holdings by $300 million or perhaps even 
$400 million. 


Canadian Banking in Wartime 
By Ernest B. Roberts 
(Fj ftom the war; finan Canada may be remote 


from the war; financially she is in the centre of 

the picture. So far as gold is concerned, the 
Dominion has played a very different part in this war 
from that in the last. Within a fortnight of hostilities in 
1914 the Bank of England designated the Dominion 
Ministry of Finance as depository for its gold supplies. 
Large consignments soon poured in from China and 
Japan, but above all from the United States, where 
among other means of meeting the foreign exchange 
problem of American business men a “million dollar 
pool” was formed in New York by the newly-created 
Federal Reserve System. During the war the volume of 
gold sent to Canada for safe-keeping by the Imperial 
Treasury in London and the Bank of England amounted 
to $1,204 million. Prior to the war large quantities of 
gold had, of course, been sent to Canada for safe custody 
on this occasion also. The trend of gold movements, 
however, has this time been in the opposite direction. 
Shipments of gold from Canada to the United States 
were very heavy in the early months of the war, un- 
doubtedly in substitution for the London shipments 
which were temporarily interrupted. In the first six 
months of war American gold imports from Canada 
amounted to $605 million, as compared with $107 million 
in the eight months before war began. Increasingly 
large exports of newly-mined gold from Canadian fields 
taken by the United States Treasury, to a total last year of 
$180,000,000, have been a helpful factor in stabilizing the 
Canadian dollar and indirectly sterling. In the current 
year, however, these sales have been heavily offset by 
abnormally large purchase in the States. 
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Naturally, here as elsewhere, the seven months’ delay 
of the German High Command, and the maintenance of 
full freedom of the seas, helped to normalize inter- 
national business—a very different position from that 
of 1914, when Canada’s Pacific Coast was menaced by 
the German Far East fleet under Count von Spee. The 
result is that after eight months of warfare the Canadian 
outgo on war work is shown by official returns at Ottawa 
to be almost exactly recouped dollar for dollar by Allied 
orders for foods and munitions placed with Canadian 
houses. The estimated war cost, including the 
Dominion’s share of the Empire air scheme, until March, 
1941, is set provisionally at $500,000,000, or about $45 a 
head of the population. (This compares with $280 a 
head in the United Kingdom.) 

An important factor in minimizing the financial 
burden in Canada is the large-scale buying, charac- 
terized as it is by admirable prudence, by the joint 
British and French Purchasing Commission centred at 
Washington and New York. All their food supplies are 
being taken only at fixed prices, which for bacon and 
cheese, for instance, have been held at exactly pre-war 
August figures. This policy has given the Canadian 
Government, bankers, and business men a definite lead 
in the method of combating inflationary tendencies. It 
has reduced the work of the Canadian Wartime Prices 
and Trade Board to a minimum. 

The new Central bank and the Exchange Control 
have together relieved the chartered banks from the 
seemingly countless duties that fell to their lot in 1914-15, 
when they were called upon to advise the Minister of 
Finance of the time and to improvise a new code of 
banking practice to meet war conditions. Changes in 
the position of the Central Bank itself, as might be 
expected, have been considerable in size and ratio. Much 
of the change, however, is traceable to the statutory 
variation in the currency issue by the ten chartered 
banks, to harvesting needs, and to the disappearance— 
due to the premium on New York funds—of American 
paper money circulating in Canada. On the assets side, 
there is an appreciation of about ro per cent. in the gold 
stocks from the same cause (under the Foreign Exchange 
Act of 1935 the holdings are valued at market price in 
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Canadian funds). Changes in the Bank’s position are 
summarized below :— 


BANK OF CANADA YEAR-END STATEMENTS 
(Given to nearest million dollars) 


Dec. 1937 Dec. 1939 Mar 28, 1940 
$ $ $ 


Assets 
Reserve, gold 7 a 180 226 226 
other .. “ 22 64 76 


Investments 
Dominion and Provincial 





Government ss Ne 174 232 213 

Premises and other assets 17 5 6 

Total + e 393 527 511 
Liabihties 

Capital and rest .. os II 6 7 

Notes circulating .. ss 167 175 221 

Deposits, Government .. 13 17 52 

Chartered banks 196 201 204 

Other .. eae 3 3 23 

Total a sl 393 527 511 


Greater changes are reflected in the consolidated 
returns of the trading banks for the period. The yearly 
growth of the surplus awaiting profitable employment 
will be evident from the table on page 176. 

Bank debits, total cheques cleared, as recorded at the 
end of calendar years show the annual banking activity : 
1937, $36,719 million; 1938, $33,009 million; 19309, 
$31,617 million. 

In reviewing the work of the first seven months’ 
activity of the Foreign Exchange Board late in April, the 
Chairman, Mr. Graham F. Towers, who is also Governor 
of the Bank of Canada, made the following points :— 

(t) There has been no important export of capital. 

(2) Stability has been maintained in security markets 
and war financing has been carried out on a large scale 
at reasonable rates. 

(3) Exchange rates have been unchanged since Sep- 
tember 15. 

(4) A beginning has been made to provide dollars for 
the United Kingdom. 
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CANADIAN CHARTERED BANKS’ POSITION 


Assets Dec 1937 Dec. 1938 Dec. 1939 
$mn. $mn. $mn. 
Cash and balances si 432 431 482 
Bank balances abroad .. 102 170 199 
Call and short loans mi 135 116 102 
Securities .. ne ‘ 1,41! 1,463 1,646 
Loans in Canada si 872 949 1,096 
abroad ic 166 152 147 
Other assets ; Sia 163 I51 150 
Total sd re 3,281 3,431 3,822 
Liabilities $mn. $mn. $mn. 
Note circulation .. we 102 95 go 
Deposits, Government .. 53 106 180 
Public a 2,282 2,394 2,594 
Foreign 409 420 474 
3ank balances, Canada .. 17 12 13 
; Foreign .. 59 55 116 
sills, letters credit in 64 53 54 
Other liabilities .. - 5 6 6 
Capital and rest .. ; 279 279 279 
Total aa 3 269 3,418 3,807 


In amplification a the latter point it may be men- 
tioned that, in round figures, $100,000,000 of securities 
had been repatriated from the United Kingdom up to 
mid-April. Thus, although Canada is technically out- 
side the sterling area, the Dominion is adopting a 
financial policy which in the course of the war should 
render sterling great assistance. 


Continental Banking and the War 


EARLY the whole of the year under review comes 
N under the war period, and its banking history 
has been affected by war conditions to a consider- 

able degree. In a large number of European countries 
the outbreak of war was accompanied by a sharp decline 
in deposits, owing to the increase of hoarding. There 
was also an all-round contraction of credits, both internal 
and foreign, as a result of the endeavour of the 
authorities to avoid credit inflation and also owing to 
a general uncertainty. At the same time it was necessary 
for the banks to maintain a high degree of liquidity. This 
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was not difficult, as after the first shock deposits were 
beginning to return and the increase of national defence 
expenditure in both belligerent countries and neutral 
countries also tended to lead to an increase of deposits. 

In some countries interest rates rose at the beginning 
of the war, but generally speaking the level of interest 
rates during the period under review was not too high 
considering the war conditions. The main task of central 
banks was to finance Government expenditure either 
directly or through the rediscount of Treasury bills. The 
central banks were also in charge of foreign exchange 
operations to a larger extent than before the war, even 
in neutral countries. 

Generally speaking, the international banking 
system withstood the shock of the war remarkably well. 
At the same time it cannot be said that the banking year 
was particularly profitable. Banking is certainly not 
among the branches of activity which stand to benefit 
by war conditions even in neutral countries, let alone 
in belligerent countries. On the other hand, the majority 
of banks in most countries which were not subject to 
enemy invasion were able to maintain a reasonable 
profit. 


BANKING UNDER GERMAN OCCUPATION 


The banks most sharply affected by war conditions 
were naturally those of the countries over-run by Ger- 
many before or during the war. Let us examine them 
briefly in chronological order of their invasion by 
Germany. 

In Czechoslovakia the banking system has been ruth- 
lessly exploited by the German occupation authorities. 
The Czechoslovak National Bank was forced to sur- 
render its gold to the Reichsbank, even though by means 
of clever manceuvring gold to the value of £1,620,000 
was blocked in Holland and Switzerland for the duration 
of the war and escaped from being seized by the German 
authorities. Although the balance sheet of the Czecho- 
slovak bank still shows a gold reserve, this is because 
its gold was replaced for book-keeping purposes by a 
gold claim on the Reichsbank. By far the most im- 
portant item in its balance sheet is the advances granted 
to the German occupation authorities, advances which 
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serve for financing occupation expenses. This means 
that the German authorities forced the Czech Central 
Bank to inflate in order to finance their expenditure. On 
the other hand there has been a sharp fall in facilities 
granted to Czech trade. The leading Czechoslovak com- 
mercial banks came under the control of the leading 
German banks, and in any case they are subject to mani- 
fold interference by the German authorities. 

While in Czechoslovakia the German invaders made 
at least an effort to keep up appearances, no such efforts 
were considered necessary in Poland. The right of note 
issue was withdrawn from the Bank of Poland immedi- 
ately after the conquest, and for a while reichsmark notes 
and special credit notes were issued in payment for goods 
seized in cases where the occupation authorities con- 
sidered it at all necessary to make payment. Since March 
1940, a new bank of issue has been in operation and 
all other notes are being withdrawn. A commisar has 
been appointed to take charge of each bank and the 
occupation authorities have seized foreign currencies and 
foreign securities held by the banks either on their own 
account or on account of their clients. The bank of 
Poland succeeded in sending its gold abroad before the 
German army of occupation reached Warsaw. Polish 
authorities abroad have been endeavouring successfully 
to block the foreign accounts of Polish nationals in most 
countries. 

In Denmark, the authorities failed to take any pre- 
cautions to safeguard their gold reserve by sending it 
abroad in time, and the bulk of it was seized by the 
German invaders. As in other countries under German 
occupation, banking activity has been subject to strict 
supervision. 

In Norway the capture of the leading commercial 
cities on the first day of the war made it impossible to 
take adequate precautions. Part of the bank of 
Norway’s gold reserve was, however, sent abroad before 
the war. The head office in Oslo of the Bank of Norway 
having been seized the Government re-established it out- 
side occupied territory. The monetary authorities of 
neutral countries were informed that the Government 
issued a decree seizing the foreign assets of all Norwegian 
citizens resident in occupied territory. Accordingly the 
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foreign authorities were requested to block all Norwegian 
accounts. 

In Holland, the greater part of the gold reserve was 
removed abroad long before the German invasion and 
the rest was evacuated by British warships. Most banks 
in Amsterdam also succeeded in sending abroad at the 
eleventh hour the securities they held on their own 
account or on account of their clients. In case of safe 
deposits, however, they were not in a position to act 
without special instructions by their clients, and it is 
feared that the German authorities seized substantial 
amounts of marketable foreign securities. As from May 
16, British banks were instructed not to make any pay- 
ment out of Dutch accounts without special permission. 
The object of this measure was to prevent Dutch people 
from being forced by the German occupation authorities 
to surrender their foreign assets. Similar measures of 
precaution were also taken by the United States 
Government. 

In Belgium, the invasion was not quite as sudden as 
in Denmark, Norway or Holland. The big commercial 
cities, Brussels and Antwerp, were in a position to take 
timely precautions and a large part of the security hold- 
ing was evacuated. The National Bank of Belgium had 
transferred 95 per cent. of its gold reserve abroad long 
before the war. The small balance was kept in Ostend 
and was evacuated after the invasion. 

Before the German invasion, the banks in Denmark, 
Norway, Holland and Belgium were under the influence 
of withdrawals of deposits by clients who wished to 
transfer funds abroad. As a result of these withdrawals 
it became necessary in the Scandinavian states to adopt 
fairly stringent exchange restrictions which were applied 
not only to national capital but also to foreign balances. 


BANKING IN NEUTRAL COUNTRIES 

During last year the Italian banks experienced a 
considerable increase of deposits, especially during the 
summer months before the outbreak of the war, and 
then again from October on. Asa result of this increase 
the banks were able to keep their liabilities to the central 
bank at a comparatively low level. During the year 
under review, agricultural credits underwent a remark- 
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able expansion, while industrial credits also increased. 
At the same time the banks took up large amounts of 
Treasury bills and thus contributed towards financing 
Government expenditure. At the beginning of the war 
most British banking credits to Italy were either dis- 
continued or drastically reduced unless they were 
specifically secured. 

Among other neutral countries, the banking systems 
of Sweden and Switzerland have been largely under the 
influence of war fears. Foreign capital left Stockholm 
and the Swiss banking centres to a considerable extent, 
and even much domestic capital was transferred to New 
York and to much lesser extent to London. Local money 
market conditions were under the influence of national 
defence preparations. Several Swiss banks established 
affiliates in New York in order to retain control over 
the Swiss and foreign funds they transferred to the 
United States. 


Scottish Banking Notes 
By C. J. Shimmins 
ADVANCES TO FARMERS 


NDER the Agriculture (Miscellaneous War Pro- 
| visions) Bill, the Minister of Agriculture is enabled 
to obtain funds from Parliament for the purpose 
of establishing a scheme for purchasing goods and 
services and supplying these to farmers who will under- 
take to repay the cost with interest at a later date. The 
Bill pre-supposes the setting up of some “ scheme,” and 
in fact steps are being taken in England and Wales to 
launch one. In Scotland, on the other hand, certain 
arrangements have been completed between the 
Scottish banks and the Department of Agriculture for 
Scotland, the main object being to assist those farmers 
whose financial position does not warrant the granting 
of credit through the usual channels. The following is 
a summary of the present arrangements :— 
(1) Advances will be made by the banks on a 
special current account. 
(2) The borrower will sign an undertaking (Form B) 
to repay on or before a specified date, and in security 
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assigns to the bank any subsidies due by the Govern- 
-_ such as for wheat, milk, livestock, etc. 

(3) Application for the advance is made by the 
completion of Form A (in triplicate) which states the 
estimated amount of the credit, the purpose, and its 
duration. 

(4) The advance will be sanctioned only if the sums 
assigned will extinguish the loan within 12 months. 

(=) The Depar tment of Agriculture will intimate the 
assignations rg the other departments concerned. 

(6) Cheques drawn on the Special Accounts must be 
counter-signed by the secretary of the local Agriculture 
Executive Committee, or other authorized official. 

(7) The rate of interest is to be agreed but must not 
exceed 5 per cent. 

It is doubtful if the new regulations will appeal to 
the farmers, who in Scotland, at any rate, look askance 
at any scheme giving publicity to their financial dealings. 
Adequate facilities for this type of credit are in any case 
already available. 


IMPORTANT BANKING DECISION. 


A few years ago the Burmah Oil Company sought 
counsel’s opinion on the proper legal method of 
executing contracts where a limited company was one 
of the parties. The opinion given was that the deed 
must be sealed, and signed on behalf of the company 
by two directors and the secretary, or if signed by less 
the signatures of those signing must be witnessed. As 
a result, the Scottish Stock Exchanges passed a rule 
giving effect to this ruling. The Articles of Association 
of many of the nominee companies of the banks provide 
that transfers may be executed by the seal of the com- 
pany and the signatures of two directors, or of one 
director and the secretary. 

According to the Stock Exchange ruling, witnesses 
would be required in the case of these nominee com- 
panies. This point was discussed in the recent case of 
Clydesdale Bank (Moore Place) Nominees Ltd. v. 
Snodgrass, S.L.T. 1940, 47. This was an action of 
multiple-poinding (a Scottish legal term describing an 
action to decide the ownership of certain funds claimed 
by several opposing parties), raised by the bank to decide 
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the right of property in £200 ordinary stock of the 
Burmah Oil Company Ltd. sold by a firm of stock- 
brokers and purchased by Snodgrass, another stock- 
broker, who in turn sold it to another stockbroker Boyd, 
the last mentioned acting on behalf of a client named 
Maclellan (the other claimant in the action). This stock 
was the balance of a larger purchase of stock by 
Maclellan through Boyd. ‘The latter had been “ carry- 
ing over” this stock, Snodgrass granting the usual 
facilities. To close the “carry over” Snodgrass pur- 
chased the balance of the stock in the market and when 
the transfer was delivered, the transferor was the bank 
nominee company, and the transferee Maclellan. 
Snodgrass delivered the transfer to Boyd, receiving in 
exchange his cheque which was dishonoured. Boyd sent 
the transfer to Maclellan for signature, Snodgrass 
claimed the return of the stock but the Court held he 
had no right to the stock. 

Maclellan forwarded the transfer to the company for 
registration but this was refused, as the company main- 
tained that in accordance with the practice in Scotland 
the deed was not properly executed by the transferor— 
only two directors having signed without witnesses. 
They based their contention on section 29 of the Com- 
panies Act 1929, which states that a deed to which a 
company is a party shall be held to be validly executed 
in Scotland on behalf of a company, if executed in 
accordance with the provisions of the Act, or sealed with 
the common seal, and subscribed by two directors and 
the secretary. Section 62 also provides that shares are 
transferable in the manner provided by the articles of 
the company. There was nothing in the articles of the 
Burmah Oil Company referring to any specific require- 
ments where transfers are executed by limited com- 
panies. Although not material to the decision, which 
was made on other grounds, the Law Lords were of 
opinion that the transfer was validly executed in accord- 
ance with the law. The deed had been executed in 
accordance with the articles of association of the 
Nominee Company, and this did not contravene the 
articles of the Burmah Oil Company. 
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Books 


PROFITS: THEORETICAL AND PRACTICAL ASPECTS. By 
JAMES P. Beppy, M.Com. (Hodges, Figgis & Co. 
Price 12s. 6d.) 

In these days it is usually taken for granted that, if 

F. H. Knight has not already said the last word about 
profits, the final word must nevertheless be some 
variant of the risk-uncertainty theory. Mr. Beddy’s 
book comes as an interesting challenge to this attitude. 
The first part, which is a very scholarly survey of the 
theory of profits in evolution, leads to the conclusion that 
the importance of uncertainty has been exaggerated and 
that the risk theory itself is “ vague, unreal and alto- 
gether too unscientific and elusive.” There follows a 
most interesting investigation, illustrated by statistics and 
concrete examples, into the profits of actual business 
concerns, from which the author concludes that “ profits 
arise from the fact that certain business concerns possess 
advantages over others which give rise to increased 
rates of gross profit, increased turnover or decreased 
expense ratios.” It may be that the determined advocate 
of the uncertainty theory would not accept Mr. Beddy’s 
criticisms as decisive. For example, he seems to accept 
the proposition that there can be no pure profit in a 
static state, whereas the risk theorist would retort that 
this depends on whether the absence of change is 
correctly foreseen—indeed, that in the last analysis 
everything depends on foresight. Irrespective of the 
final conclusion, however, there can be no doubt that 
Mr. Beddy has produced a most able and valuable work 
of research, which deserves a high place in the literature 
of profits. It is the more valuable because its author 
possesses both actual business experience and a first- 
class knowledge of economic thought—a combination 
which is all too rare. 





Money AND BANKING 1939-40. Vol. I. Monetary Review. 
Geneva 1940, League of Nations. (London, Allen 

& Unwin. Price 3s. net.) 
THE current volume of the League of Nations year- 
book on money and banking contains an interesting 
survey of developments in foreign exchanges since the 
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@ Office organization problems arising from present conditions. 

@ Mechanization problems arising from evacuation of offices to rural districts. 
@ Duplication of vital records without extra effort — and at small extra cost. 
@ Widening the scope of machines in partly mechanized offices. 

@ Replacement of old equipment by more modern Burroughs models. 

@ Obtaining maximum results from present Burroughs equipment. 
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war. It publishes a table showing the movements in the 
currencies of the former sterling group, and gives par 
ticulars of the readjustment that took place in the case 
of eleven out of twenty-two currencies of the group. 
War-time exchange restrictions applied in various 
countries have been reviewed briefly, perhaps too briefly 
to be entirely useful for practical purposes. Other war 
time monetary measures, such as those taken in order 
to safeguard liquidity, or the provision of additional cur 
rency, have also been dealt with. The effect on the 
money market of Government borrowing in various 
countries is discussed in a chapter of some length. 
Special attention is paid to the evolution of interest rates 
during the war. A supplementary chapter deals with 
currency measures in Poland, Danzig and Czecho 
Slovakia. The statistical tables at the end of the volume 
are invaluable for reference purposes. 


MONEY AND BANKING IN JAPAN. By PHRA SArRASAS. With 
an Introduction by PRINCE KoNoe. (London, 1940. 
Heath Cranton. Price 18s. net.) 

Tuts volume is the first work in English on Japanese 
currency and banking, and therefore fills a gap in mone 
tary literature. It contains much historical material 
in addition to a detailed description of the system as it 
exists to-day. The author uses much statistical materia] 
and in addition to dealing with the banking system as a 
whole, analyses the leading individual banks. The 
appendices contain the statutes of the Bank of Japan 
and other official and semi-official Japanese banks. 
While the book can hardly be described as inspiring 
it is certainly the result of painstaking work. 


ECONOMIC PROBLEMS OF To-pAy. By W. ARTHUR LEwIs. 
(London, 1940. Longmans Green & Co. Price 5s. 
net.) 

ALTHOUGH the book deals mainly with pre-war con 
ditions, it deserves attention as a clear exposition 
of economic problems. Part I deals with British 
experience, while Part II summarizes the solutions 
adopted by Russia, Germany, France and the United 


States. It is written in an easily understandable 
language, and can be recommended to the man in the 


street. 
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Appointments and Retirements 


Bank of New South Wales 


Mr. Martin MclIlrath has been appointed a director of 
the bank in the place of Sir Thomas Buckland, who has 
resigned. 


British Bankers’ Association 


Mr. Colin F. Campbell, chairman of the Nationa! 
Provincial Bank, has been re-elected president of the 
Association for the coming year. Mr. Edwin Fisher, 
chairman of Barclays Bank, has been re-elected vice 
president and Mr. William Whyte, of the Royal Bank 
of Scotland, and Mr. Ralph Gibson, of the Standard 
Bank of South Africa, have been elected vice-presidents. 


British Linen Bank 

Mr. John Stewart, agent at Hawick branch, has 
retired and is succeeded by Mr. George J. L. Coltart, of 
the Head Office. 


Lloyds Bank 

In the Advance Department of the District Office, 
Salisbury, Mr. H. G. Phillips, hitherto a controller, has 
been appointed an assistant chief controller. 

Mr. L. C. Horton, from Faringdon, has_ been 
appointed manager of Andover branch, and Mr. L. W. 
Fitz, from New Swindon, has been appointed manager 
of Faringdon branch. 

On the retirement on account of ill-health of Mr. 
F. G. Maylett after 41 years’ service, Mr. A. J. Parry, 
from Andover, has been appointed manager of Hereford 
branch. 

Mr. H. V. Holroyde, from Stockport, has been 
appointed assistant manager of Huddersfield branch: 
Mr. G. Dodd, from Blackpool, has been appointed 
manager of Stockport branch and Mr. R. C. Hill, from 
Huddersfield, has been appointed assistant manager of 
Manchester branch. 

At Kettering branch, Mr. J. H. Maxted, from Ipswich 
has been appointed manager, and Mr. W. G. Crompton, 
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from Kettering, has been appointed manager of Rye 
branch. Mr. W. G. Hepworth, from Rye, has been 
appointed manager of Worcester branch on the retire 
ment of Mr. A. C. Hews, after 44 years’ service, owing 
to ill-health. 

Mr. Schofield, from Bradford, has been appointed 
sub-manager of Leeds branch. 


Martins Bank 


At Lombard Street office, London, Mr. E. H. 
Denman, hitherto manager of Fenchurch Street branch, 
London, has been appointed joint manager in succession 
to the late Mr. P. S. Banks. Mr. W. J. Clemow, hitherto 
assistant manager, has been appointed sub-manager and 
Mr. D. O. Maxwell, of the staff of this office, has been 
appointed assistant manager. 

Mr. J. H. Morrison, hitherto manager of Bristol and 
Clifton branches, has been appointed manager of Fen 
church Street branch, London, in succession to Mr. 
E. H. Denman. 

Mr. H. Douglas, hitherto manager of Wolverhampton 
branch, has been appointed manager of Bristol and 
Clifton branches in succession to Mr. J. H. Morrison. 
Mr. J. E. Leake, hitherto superintendent’s assistant at 
Head Office, has been appointed manager of Wolver 
hampton branch in succession to Mr. H. Douglas. 

At Newcastle-upon-Tyne City office, Mr. G. C. 
Dresser, hitherto manager of Byker branch, Newcastle- 
upon-Tyne, has been appointed sub-manager, and Mr. 
J. A. Charlton, from Newcastle-upon-Tyne City office, 
has been appointed manager of Byker branch in 
succession to Mr. G. C. Dresser. 

Mr. S. Lambert, hitherto clerk-in-charge of Timperley 
branch, has been appointed manager of Broadheath and 
Timperley branches in succession to Mr. A. Clegg, who 
has retired after 44 years’ service. 


National Bank of New Zealand 


Mr. A. O. Norwood, London manager of the bank, 
has retired after 42 years’ service. Mr. J. H. Lawrie, 
secretary, has been appointed secretary and London 
manager, and Mr. H. J. H. Chapman assistant manager. 
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National Bank of Scotland 


The death is announced with regret of Mr. James 
\McAuslin, joint agent at Anstruther and Pittenweem 
branches and Cellardyke and St. Monance sub-offices. 
He is succeeded by Mr. Herbert Worling, agent at 
Fraserburgh branch, who has been appointed agent in 
association with Mr. J. C. Masterton and Mr. H. C. 
Mackintosh. 

For the present Fraserburgh branch will be under the 
charge of Mr. Alexander Doig. 

Union Bank of Scotland 

At Moffat branch, Mr. Nicol J. McGregor has retired 
and is succeeded by Mr. John Martin, agent at Falkirk 
branch, who has been appointed agent. 

In succession to Mr. Martin, Mr. George G. C. Ken- 
nedy, from Dundee branch, has been appointed agent 
at Falkirk branch. 


Institute of Bankers’ Meeting 

The sixty-second Annual General Meeting of the Institute 
of Bankers was held at 11, Birchin Lane, E.C.3, on Wednes- 
day, May 15, 1940, with the President, Mr. Charles Lidbury, 
Director and Chief General Manager, Westminster Bank, 
Limited, in the chair. In moving the adoption of the Annual 
Keport for the year ended April 30, 1940, and the Accounts up 
to December 31, 1939, Mr. Lidbury referred to his message to 
members published in the Journal of the Institute for 
December, 1939, and stated that in the peculiar circumstances 
of the time he had nothing further to add. The motion was 
carried unanimously. Mr. Charles Lidbury was elected 
President for a second year. 

The prize of £30 offered by the Bank of England for the 
best essay on the “subject “* The Function of Gold in Modern 
Monetary Systems ’’ was won by Mr. John Richard Winton, 
Lloyds Bank, Limited, 31, King William Street, E.C.4. 
Prizes for the Institute Essay on ‘‘ Bank Mechanization : Its 
Present Scope and its Future ’’ were awarded as follows : 

Mr. Ronald Hindle, Martins Bank, Limited, 2, Silver 


Street, Halifax - sid oe cs 20 
Mr. Thomas Norman Critc hlow, National Provincial 
Bank, Limited, Aberystwyth aie : =. 


The meeting closed with a vote of thanks to the President, 
by Mr. R. A. Wilson, which was carried with acclamation. 
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The Plans of Four Overseas Banks 
By Professor C. H. Reilly 


HE four banks whose plans have been selected 
for comparison are, first two great monumental 
structures, one in Canada and one in Hongkong, 
in which the idea of impressing the outside world with 
the power and magnificence of the bank has been the 
main motive of the whole building and therefore affect- 
ing its plan. Then we have chosen a big bank building 
in Australia in which these ideas, though still existing, 
are less dominant and questions of everyday practical 
use are allowed to have their say; and finally a Paris 
branch of an English bank designed by a Frenchman 
in which no individual expression at all has been allowed 
to the exterior and where therefore the plan, apart from 
adapting itself to a pre-existing exterior, has been 
allowed to be as practical and logical as possible—has, 
in short, suited itself to the French genius. 

The first monumental building is the new head office 
of the Bank of Canada at Ottawa. This, as will be 
seen from the illustrations, is a rectangular mausoleum- 
like building very dignified in aspect yet hardly sug- 
gesting the ‘busy hive of clerks and executives that it 
is. It will be seen, however, from the plan that there 
are more windows on the flanks, but that nevertheless 
the great block, too feet wide by 120 feet deep, has no 
internal lighting courts but is a solid mass right through. 
That is indeed the most striking feature of the plan and 
ineans reliance on artificial light for the great entrance 
halls, staircases, lifts, lavatories and indeed for the whole 
neart of the building. (The cross lines on the plan on 
the two great entrance halls A and B represent patterning 
on the floors, not skylights overhead.) It must be 
admitted, of course, from the start that this is a rather 
special type of bank, being a central one to which the 
general public do not have access. Still, crowds work 
in it. The rest of the ground floor is given up to clerks 
and the floors above to private rooms of the great 
officials who administer this bank with its branches 
throughout Canada. All these need light both for their 
work and for traversing the building. The only explana- 
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tion of this plan therefore is the extraordinary cheap- 
ness of electricity in Ottawa. I noticed when I was there 
many years ago that no one dreamed of turning out the 


Messrs. Marani, Lawson & Morris and Mr. S. G. Davenport 
BANK OF CANADA, FRONT TO WELLINGTON STREET, OTTAWA 
lights in their bedrooms when they left them and that 
the great hotels as a result blazed with light from every 
window. The reason lies in the great waterfalls round 
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the city and the immense amount of current they pro- 
vide at a nominal price. It is therefore quite possible 
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Messrs. Marant, Lawson & Morris and Mr. § 
BANK OF CANADA, OTTAWA, GROUND FLOOR PLAN 


from a financial point of view to house in Ottawa a 
number of people in a vast mausoleum-like building, 
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large sections of which are lit artificially. One must 
admit that the group of architects, Messrs. Marani, Law- 
son & Morris, of Toronto, and Mr. S. G. Davenport, of 
Montreal, have taken advantage of this, not only in their 
nonumental exterior but in the dramatic, if theatrical. 
effects their artificial lighting has permitted in the two 
big central entrance halls, one for the executives and 
one for ordinary people. It takes a democracy in the 
new world, it will be noticed, to carry the idea of separate 
family and tradesmen’s entrances a stage further. 

The Hongkong and Shanghai Banking Corporation 
headquarters at Hongkong is an even more monumental 
affair, much taller and intending to be more dominating 
still. Clearly the heathen Chinee is intended to stand 
in awe of it. I wonder whether he does to-day. I hope 
not. The building, of the sky-scraper type, stands up 
as a great white mass, with its central massive tower 
rising from four other white masses and forming the 
most prominent object by far in the whole city and its 
surroundings, a veritable Temple of Mammon to which 
the new Bank of England building in the City is a mere 
toy, a little piece of domestic architecture. Yet it will 
be seen from the plan that this great symmetrical pile 
does not rise from a symmetrical site as did the Canadian 
bank, and that from the shape of the site one could not 
forétell that of the exterior: such is the power of steel. 
The massive monument, exhibiting the dominance of 
British money to the Chinese, really stands on thin steel 
legs like those of a stork, which one can trace as black 
spots on the plan. There is only one great entrance at 
an angle in the Queen’s Road front which leads to a big 
vestibule very awkwardly placed in relation to the main 
axis of the plan. At the side of this is a smaller entrance 
and vestibule with three lifts on the right, which serve 
the bank’s tenants above, for in this case the bank only 
occupies the ground floor and the vaults below. All the 
rest of this vast building is offices to rent and as far as 
one can see the tenants whose offices are in the central 
tower may start upwards in one of these three lifts but 
must change at about the tenth floor and walk to the 
others in the tower itself. 

Down the centre of the ground floor from the main 
entrance run two long balancing counters, each with 
recesses, and enclosing between them the public space. 
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irchitect ~ Messrs. Palmer Turner 
HONGKONG AND SHANGHAL BANKING CORPORATION FRONTAGE ON DES 
VOEUX ROAD, HONGKONG 





FOUR OVERSEAS BANKS _ 197 


[his public space leads to a fine double staircase and 
waiting space, apparently to conduct the customer with 
due solemnity to the manager or some other official on 
a mezzanine floor. This central public space and its 
staircases and approaches are practically all the plan- 


QUEEN’S ROAD 


DES VOEUX ROAD 
i t Messrs. Palmer & Tury 
HONGKONG AND SHANGHAL BANKING CORPORATION. PLAN OF THE GROUND 


FLOOR, HONGKONG 
ning there is. The rest of the space on either side of 
the counters is a sea of clerks and their desks and tables, 
with no very obvious plan in their arrangement. Above 
all this and out of it rise the steel legs carrying the 
monumental structure as it appears dominating Hong- 
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kong, the Bay and almost the Peak itself. Has the 
inherent falseness of modern massive monumental stone 
building standing on steel pins ever been more clearly 
demonstrate d? Yet the external effect which the well- 
known architects Messrs. Palmer & Turner have 
obtained is none the less striking and impressive—until 
one begins to think about it. 

The Australian example, the Melbourne branch of 
the Union Bank of Australia in Collins Street East, by 
Messrs. W. R. Butler and Pettitt of that town, although 
tall and gaunt in its external appearance, is much more 
English in its plan. The upper floors are all chambers 
to let and have been given the centre bay of the three 
into which the front is divided for their entrance lobby, 
stairs and lift, which means the bank has to have a 
corner entrance. As, however, the building is at the 
junction of two streets this corner entrance has two 
doors, one to each. The fact that the bank has a corner 
entrance, as so many banks in England have, though not 
the canted one shaving a corner off the building and 
upsetting the plan, a peculiarity our English banks “share 
with our public houses, has nev ertheless led to a certain 
informality in the plan. One passes, for instance, through 
rectangular vestibules into an odd-shaped public space 
towards a bulbous counter with an apparent muddle 
of clerks and cashiers behind it, interrupted by great 
pliers carrying an external side wall, set back no doubt 
to form a lighting well between the bank building and 
its neighbour. One cannot imagine an American bank 
being content with such an informal arrangement. 
There money must have its temple, even if the rest of 
the street consists of wooden shacks, and the interior of 
the temple must have something one can call a banking 
hall. No one could call the bank section of this ground 
floor—pushed back, it will be noticed, not only to pro- 
vide an office entrance for the chambers mart: but also 
to provide a shop on to the main frontage “ banking 
hall.” It is just well-lit banking space like the i irregular 
floor space for the public, called “ public space,” and all 
this in spite of the tall, severe building of some nine 
storeys, over: topping its neighbours, being labelled 

‘Union Bank.’ 

Lastly we have the Paris branch of the Westminste! 
Foreign Bank in the Place Vendome, occupying the 
narrow site of some French nobleman’s house, courtyard 
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and stables and still hiding behind the Louis XIV facade 
designed by the great Mansard which runs round the 
Place. What did the French architects, Messrs. Charles 
and D. Letrosne, do here? They gave, as will be seen 


irchitect Messrs. Charle D. Letrosn 
WESTMINSTER FOREIGN BANK IN THE PLACE VENDOME, PARIS 
REAR PORTION OF THE BANKING HALL SHOWING THE VERY 
INTERESTING GLASS BRICK VAULTING 
from the illustration of the banking hall, the whole of the 
ground floor of what was the old house to a magnificently 
simple banking hall with a counter on three sides with a 
ferro-concrete and glass roof, the panels of which are 
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skylights made of glass bricks 
with no inner lay-lights, 
the centre ones being fine 
vaults of the same material. 
Then, as will be seen from 
the plan of the upper floor, 
advantage is taken of the 
ereat strength of ferro-con- 
crete beams to carry over 
the bays of one side of this 
skylight, but raised on legs so 
that light can reach the glass, 
a long corridor and rooms, 
while the rest of the skylight 
is left open to form a court- 
yard at the first floor level, 
very much in the place of 
the original courtyard but 
raised some thirty feet. At the 
back, where were the noble- 
man’s stables, are further 
clerks’ rooms. Where stood 
the house proper, and some 
still using the old windows to 
the Place, are the manager's. 
For more details of this in- 
genious arrangement, which 
gives one of the finest bank- 
ing halls I know and yet, by 
use of modern materials, 
provides all this well-lit extra 
space on a narrow site, the 
reader must be referred to the 
May, 1937, number of THE 
BANKER where a whole article 
was devoted to this building 
and further views were given 
of the interior. Comparisons 
are sometimes odious, but, 
except for advertising pur- 
poses, one must give the 
palm among these four banks 
for fine planning and _ in- 
genious construction to this 
French example. 
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